
COMMONWEALTH OF K E N T U C K Y  

BEFORE T H E  PUBLIC S E R V I C E  COMMISSION 

I n  t h e  Matter of: 

0 

THE APPLICATION OF GRAYSON RURAL 1 
ELECTRIC COOPERATIVE CORPORnTXON 1 CASE NO. 9960 
FOR AN ADJUSTMENT O F  RATES 1 

O R D E R  

I T  IS ORDERED t h a t  G r a y s o n  R u r a l  E l ec t r i c  C o o p e r a t i v e  Corpo- 

r a t i o n  ( " G r a y s o n  R E C C " )  s h e l l  file a n  o r i g i n a l  and 12 copies of 

t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  t h i s  Commiss ion ,  w i t h  a copy to a l l  

p a r t i e s  of record. I n c l u d e  w i t h  each  response t h e  name of t h e  

w i t n e s s  w h o  w i l l  be r e s p o n s i b l e  for r e s p o n d i n g  t o  q u e s t i o n s  r e l a t -  

ing t o  the i n f o r m a t i o n  p r o v i d e d .  Careful a t t e n t i o n  should be 

g i v e n  t o  copied m a t e r i a l  t o  i n s u r e  t h a t  i t  is l eg ib l e .  The  i n f o r -  

m a t i o n  r e q u e s t e d  herein is due n o  l a t e r  t h a n  October 9 ,  1987. 1f 

t h e  i n f o r m a t i o n  cannot  be p r o v i d e d  by t h i s  date, you s h o u l d  s u b m i t  

a motion for an e x t e n s i o n  of t i m e  s t a t i n g  t h e  reason a de lay  is 

n e c e s s a r y  a n d  i n c l u d e  a d a t e  by  which  it w i l l  be f u r n i s h e d .  S u c h  

motion will be considered by t h e  Commiss ion .  

I n f o r m a t i o n  R e q u e s t  No. 2 

Q u e s t i o n  Nos. 1 t h r o u g h  8 refer t o  E x h i b i t  11, Schedule 16, Work- 

gapers for Test Year A d j u s t m e n t s  and S c h e d u l e  17, N a r r a t i v e  of 

T e s t  Year A d j u s t m e n t s :  

1. W i t h  reference to page 3 ,  t h e  d e t e r m i n a t i o n  of other 

electric r e v e n u e  a d j u s t m e n t s ,  p r o v i d e  the f o l l o w i n g  i n f o r m a t i o n %  



a .  A d e t a i l e d  d e s c r i p t i o n  of O t h e r  E lec t r i c  Revenue  of 

$ 2 2 6 , 2 8 4 .  

b. An e x p l a n a t i o n  of t h e  r e l a t i o n s h i p  between Account  

No. 450 and t o t a l  t e s t - y e a r  e n e r g y  sales of $ 7 , 4 9 2 , 1 6 3  that s e r v e d  

as t h e  b a s i s  for s t a t i n g  A c c o u n t  No. 4 5 0  as a p e r c e n t a g e  of t o t a l  

t e s t - y e a r  e n e r g y  sa les .  

C .  A n  e x p l a n a t i o n  of t h e  r e l a t i o n s h i p  between A c c o u n t  

No. 4 5 0  and  t o t a l  n o r m a l i z e d  r e v e n u e  of $ 7 , 9 1 6 , 9 7 9  t h a t  s e r v e d  as 

t h e  basis for i n c l u d i n g  A c c o u n t  No. 4 5 0  as a p e r c e n t a g e  of total 

r e q u i r e d  p ro  forma r e v e n u e  Fn t h e  d e t e r m i n a t i o n  of t h e  l e v e l  of 

pro fo rma  o t h e r  e l ec t r i c  r e v e n u e .  

2 .  With  r e f e r e n c e  t o  p a g e  4 ,  c a p i t a l i z a t i o n  a d j u s t m e n t s ,  

p r o v i d e  a c lear ,  c o n c i s e  e x p l a n a t i o n  of t h e  r e a s o n  f o r  e a c h  

a d j u s t m e n t  . 
3. W i t h  r e f e r e n c e  t o  pages 5 t h r o u g h  8 ,  l a b o r  a d j u s t m e n t s ,  

p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a .  The  base wage ra te  i n  e f f e c t  a t  t he  end  of t h e  tes t  

y e a r  f o r  e a c h  employee .  

b. The base w a g e  ra te  of e a c h  e m p l o y e e  u s e d  t o  calcu- 

l a t e  t h e  n o r m a l i z e d  labor  a d j u s t m e n t .  

C.  The  bono wage r a t e  of each employee usod  to ca lcu -  

l a t e  t h e  p r o  forma l a b o r  a d j u s t m e n t .  

d. T h e  amoun t ,  p e r c e n t a g e  a n d  d a t e  of a n y  wage i n c r e a e o  

r e c e i v e d  by e a c h  e m p l o y e e  d u r i n g  t h e  t e s t  y e a r  and t h e  p a s t  3 cal- 

e n d a r  y e a r s .  

e. The amount, p e r c e n t a g e  a n d  d a t e  of a n y  wage i n c r e a s e  

s c h e d u l e d  for e a c h  e m p l o y e e  fran t h e  end of t h e  t e s t  year t h r o u g h  
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t h e  e x p i r a t i o n  of G r a y s o n  RECC's labor  a g r e e m e n t  w i t h  t h e  

I.B.E.W., L o c a l  317. 

f .  The  bas i s  for r e s t a t i n g  e m p l o y e e  number 631's o v e r -  

t i m e  f r o m  4 1  t o  74 h o u r s .  

9 .  A s c h e d u l e  s h o w i n g  t h e  o v e r t i m e  h o u r s  of each ern- 

p l o y e e  f o r  t h e  p a s t  5 c a l e n d a r  y e a r s .  I n c l u d e  a n  e x p l a n a t i o n  for 

any change i n  excess of 1 0  percent. 

h .  An e x p l a n a t i o n  of G r a y s o n  RECC's p o l i c y  regard ing  

overt ime . 
i .  The r a t e s  used t o  ca l cu la t e  S ta t e  Unemployment,  Fed- 

eral Unemployment, FICA and W o r k e r ' s  C o m p e n s a t i o n .  

4 .  W i t h  r e f e r e n c e  to page 9 ,  taxes - o t h e r  a d j u s t m e n t ,  pro- 

v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a .  F o r  t h e  taxes r e l a t e d  t o  p a y r o l l ,  a n  e x p l a n a t i o n  of 

how t h e  68.23 p e r c e n t  e x p e n s e d  w a s  d e t e r m i n e d .  I n c l u d e  c a l c u l a -  

t ions .  

b. If not fully explained i n  Question No. 4 ( a ) ,  exp la in  

why t h e  t a x e s  e x p e n s e d  a t  68.23 p e r c e n t  do n o t  agree w i t h  t h e  per- 

c e n t  of wages e x p e n s e d .  

c. C a l c u l a t i o n s  s u p p o r t i n g  t h e  $1,056 a d j u s t m e n t  to t h e  

P u b l i c  S e r v i c e  Commission a s s e s s m e n t .  

5 .  W i t h  r e f e r e n c e  t o  page 1 0 ,  t h e  n o r m a l i z a t i o n  a d j u s t m e n t  

on l i a b i l i t y  i n s u r a n c e ,  p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a .  I n v o i c e s  a n d  c a l c u l a t i o n s  s u p p o r t i n g  the amount  

shown f o r  1 9 8 7  for each c a t e g o r y  of i n s u r a n c e .  

-3- 



b. The amount  paid f o r  e a c h  c a t e g o r y  of i n s u r a n c e  for 

each of t h e  p a s t  5 p o l i c y  years. Include i n v o i c o a  OK ca lcu la t ions  

ae neceasary. 

c.  An explana t ion  of why t h e  a d j u s t m e n t  wae spread 

based o n  t h e  average p a y r o l l  p e r c e n t a g e  of e a c h  c l a s s i f i c a t i o n  for 

t h e  tes t  year. I n c l u d e  s u p p o r t i n g  c a l c u l a t i o n s .  

d. The  a v e r a g e  p a y r o l l  p e r c e n t a g e  for  each c l a s s i f i c a -  

t i o n  for  t h e  p a s t  5 p o l i c y  y e a r s .  

e .  A d e s c r i p t i o n  of t h e  coverage of e a c h  i n s u r a n c e .  

I n c l u d e  a d i s c u s s i o n  of a n y  p o l i c y  changes w i t h i n  t h e  past 5 po l i -  

cy years. 

f - Discuss Grayson RECC's p r o c u r e m e n t  po l ic ies  w i t h  

r e g a r d  t o  i n s u r a n c e  a n d  o t h e r  goods a n d  s e r v i c e s .  

6. E x p l a i n  why G r a y s o n  RECC d i d  n o t  c a l c u l a t e  t h e  a d j u s t -  

m e n t s  t o  long-term d e b t  i n t e r e s t  o n  pages 11 a n d  1 2  by m u l t i p l y i n g  

the o u t s t a n d i n g  principal b a l a n c e s  a t  test  y e a r - e n d  by the appro- 

priate i n t e r e s t  r a tes .  What a d j u s t m e n t  would be i n d i c a t e d  if t h e  

above m e t h o d  were u t i l i z e d ?  

7 .  With  r e f e r e n c e  t o  page 1 6 ,  t h e  normal iza t ion  a d j u s t m e n t  

for d e p r e c i a t i o n  e x p e n s e ,  p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a. Explain why G r a y s o n  RECC d i d  not ca lcu la t e  t h o  

$19,731 e x p e n s e  a d j u s t m e n t  by a p p l y i n g  t h e  app l i cab le  d e p r e c i a t i o n  

rates t o  the l e v e l  of p l a n t  i n  s e r v i c e  a t  the e n d  of t h e  t e s t  

y e a r .  

b. What a d j u s t m e n t  w o u l d  be i n d i c a t e d  i f  the a b o v e  

method w e r e  u t i l i z e d ?  
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c. E x p l a i n  t h e  r e a s o n  for t h e  a d j u s t m e n t  t o  deprecla- 

t i o n  r e s u l t i n g  €ran t h e  c a p i t a l i z e d  labor a d j u s t m e n t .  

8 .  With r e f e r e n c e  t o  page 18, t h e  survey of t e s t i n g  and 

c h a n g i n g  out of PCB transformers, p rov ide  t h e  following i n f o m a -  

tion: 

a. S u p p o r t  for t h e  amount of time to test each trans- 

former ( 2  hours). 

b. Describe a n d  p r o v i d e  s u p p o r t  for the $ 5 . 5 0  mater ia l  

cost . 
c .  T h e  base wage rate for each employee i n c l u d e d  i n  t h e  

labor  cost of $44,699.  

d. S u p p o r t  for t h e  o v e r h e a d  r a t e  of .481342.  

e .  Support  f o r  t h e  m i l e a g e  a n d  mileage ra te .  

f .  S u p p o r t  for t h e  3.71 p e r c e n t  c h a n g e  o u t  r a t e .  

g .  S u p p o r t  for the h o u r s  n e e d e d  t o  complete e a c h  change 

o u t  and for t h e  labor rate. 

h. Support  for t h e  t r a n s p o r t a t i o n  hours and for  t h e  

ra te  per t r u c k .  

i. Is G r a y s o n  RECC p r e s e n t l y  c o n d u c t i n g  a n y  tests or  

c h a n g i n g  o u t  a n y  PCB t r a n s f o r m e r s ?  

j .  What amount  wa6 oxpeneod d u r i n g  t h e  test year w i t h  

r e g a r d  t o  testing o r  changing out PCB t ranaformers?  Provide 

s u p p o r t i n g  c a l c u l a t i o n s  a n d  i n d i c a t e  a c c o u n t s  a f f e c t e d .  

k. Describe a n y  s t u d i e s  or research conduc ted  by 

G r a y s o n  RECC w i t h  regard t o  t h e  t e s t i n g  and c h a n g e  out of PCB 

transformers. 
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1. What is t h e  t o t a l  number of transformers i n  

G r a y s o n ' s  s y s t e m ?  

m. How many have b e e n  surveyed t o  t h i s  date? 

n .  How many h a v e  b e e n  c h a n g e d  t o  t h i s  date? 

0. For t h e  tes t  year  and t h e  p r e v i o u s  f i v e  c a l e n d a r  

y e a r s  ( 1 9 8 2  t h r o u g h  1986) provide t h e  f o l l o w i n g  i n  tabular form: 

(1) Number of transformers c h a n g e d  and associated 

casts. 

(2) Numbez- of transformers surveyed and associated 

costs 0 

9 .  I n  Case Number 9970 G r a y s o n  was g r a n t e d  deviation from a 

one-year meter reading program to a three-year meter reading 

program T h e  allocation for the one-year program w a s  a b o u t  

$ 2 7 , 0 0 0 .  What does Grayson propose to a l loca te  p e r  year for i t s  

t h r e e - y e a r  meter r e a d i n g  program? What a c c o u n t  is t h i e  allocation 

c o n t a i n e d  i n ?  Provide s u p p o r t  for t h i s .  Will t h e  d e v i a t i o n  

a f f e c t  its a p p l i c a t i o n  for  a ra te  i n c r e a s e ?  

10. P l e a s e  provide E x h i b i t  11, S c h e d u l e  9 ,  pages 28 t h r o u g h  

51, M i s c e l l a n e o u s  G e n e r a l  E x p e n s e s ,  A c c o u n t  930.30 i n  a fomst 

t h a t  includes detail of test year e x p e n s e s  o n l y .  T h e  total t e s t  

year expenses should c o r r e s p o n d  t o  the amount  shown o n  page 1 of 

t h i s  exhibit. 

11. W i t h  reference t o  Grayson RECC's p r o p e r t y  t a x e s  of 

$85,263 as shown i n  E x h i b i t  11, S c h e d u l e  4 ,  provide t h e  f o l l o w i n g  

i nf onna t i o n  : 
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a.  Copies of t h e  p r o p e r t y  t a x  r e t u r n s  as filed wfth t h e  

Property Tax D e p a r t m e n t  of t h e  K e n t u c k y  Revenue C a b i n e t  for t a x  

year 1986 and t a x  y e a r  1987. 

b. Copies of t h e  t e n t a t i v e  n o t i c e  of a s s e s s m e n t  €or t a x  

y e a r  1986 and t a x  year 1987 .  

C .  C o p i e s  of t h e  d o c u m e n t s  s h o w i n g  t h e  p r o p e r t y  certf-  

fied ta each t a x i n g  d i s t r i c t  for t a x  y e a r  1986 a n d  t a x  year  1987. 

1 2 .  With  r e f e r e n c e  to I n t e r e s t  Expense - O t h e r  of $ 3 5 , 7 2 6  as 

shown i n  E x h i b i t  11, S c h e d u l e  4 ,  provide the f o l l o w i n g  informa- 

t i o n :  

a .  A d e t a i l e d  e x p l a n a t i o n  of t h e  c h a r g e s  included, 

b. The amount  of s h o r t - t e r m  loans o u t s t a n d i n g  or d u e  a t  

test y e a r - e n d .  

13. W i t h  r e f e r e n c e  to Non-Opera t ing  M a r g i n s ,  Interest of 

$49,915 a s  shown i n  E x h i b i t  XI,  S c h e d u l e  4 ,  p r o v i d e  t h e  f o l l o w i n g  

i n f o r m a t i o n :  

a .  A d e t a i l e d  e x p l a n a t i o n  of the income i n c l u d e d  a n d  

t h e  source of t h a t  income.  

b. A s c h e d u l e  of all i n v e s t m e n t s  and t h e  e f f e c t i v e  

interest rate a s  of the e n d  of t h e  test year. 

14, Provide an e x p l a n a t i o n  for t h e  ( $ 1 , 4 3 0 )  Non-Operating 

Margins,  O t h e r  as shown i n  E x h i b i t  11, Schedule 4 ,  

15. W i t h  r e f e r e n c e  t o  E x h i b i t  11, Schedule 3, provide a 

t h o r o u g h  e x p l a n a t i o n  of t h e  r e a s o n  f o r  t h e  c h a n g e  i n  each account 

t h a t  reflects an i n c r e a s e  or decrease of 10 percent or more, pro- 

vided t h a t  t h e  a m o u n t  of c h a n g e  is greater t h a n  $ 1 , 0 0 0 .  For your 
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c o n v e n i e n c e ,  a s c h e d u l e  s h o w i n g  t h e  amount  and  p e r c e n t a g e  c h a n g e  

h a s  b e e n  i n c l u d e d  as A t t a c h m e n t  I .  

1 6 .  W i t h  r e f e r e n c e  t o  E x h i b i t  11, S c h e d u l e  1 3 ,  Compensation 

for Board of D i r e c t o r s ,  p r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

a. A de ta i l ed  s c h e d u l e  showing  t h e  mileage p a y m e n t s ,  

r e i m b u r s e m e n t s ,  pe r  d i e m  payments and/or f i x e d  f e e s  for e a c h  

director .  A b r i e f  d e s c r i p t i o n  of e a c h  payment  s h o u l d  be i n c l u d e d .  

b. D e s c r i b e  a n y  re imbursements  i n  excess of ac tua l  o u t -  

of-pocket costs i n c l u d e d  i n  (a) above. 

C .  D e s c r i b e  a n y  e x p e n s e s  for spouses i n c l u d e d  in ( a )  

a b o v e .  

d .  Describe t h e  i n s u r a n c e  c o v e r a g e  p r o v i d e d  f o r  each 

director i n c l u d e d  i n  (a) a b o v e .  

e .  What a l t e r n a t i v e s  are o f f e r e d  by G r a y s o n  RECC to t h e  

d i r e c t o r s  i n  place of the i n s u r a n c e  c o v e r a g e s  n o t e d  a b o v e ?  

17. W i t h  r e f e r e n c e  to E x h i b i t  11, Schedule 15 ,  Employee Ben- 

e f i t s ,  p r o v i d e  t h e  b a s i s  and  a c lear  e x p l a n a t i o n  for t h e  a m o u n t s  

e x p e n s e d  a n d  c a p i t a l i z e d  for  each b e n e f i t .  

18. Wi th  reference to Exhibit 11, Schedule 11, A d v e r t i s i n g  

E x p e n s e ,  p r o v i d e  copies of t h e  a d v e r t i s e m e n t s  i n c l u d e d .  

19.  With r e f e r e n c e  to E x h i b i t  11, S c h e d u l e  12, O u t s i d e  Ser- 

v i c e s  Employed ,  p r o v i d e  a n  e x p l a n a t i o n  a n d  t h e  r e a s o n  fo r  each 

e x p e n d i t u r e  . 
2 0 .  P l e a 8 0  O X p l 8 i n  the manner i n  w h i c h  Grayson RECC deter- 

mined t h a t  a n  i n c r e a s e  of $ 6 5 6 , 4 3 4  w a s  needed. 

21. I n  the Application, G r a y s o n  RECC s t a t e s  t h a t  t h e  

requested i n c r e a s e  w o u l d  result i n  a 2.50 TIER. What TIER would 
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. 
result i f  Generation and Transmission Capital Credits were 

included? 

22.  What is the TIER required by the Rural Electrification 

Administration/National Rural Utilities Cooperative Finance COrpO- 

ration ("REA/CFC") Concurrent mortgage agreements? How is TIER 

calculated by REA/CFC? What TIER would be required by Grayson 

RECC to comply with its mortgage agreements? 

23. What is Grayson RECC's optimum equity level? How was 

this determined? 

24. What is Grayson RECC's current policy with regard to 

refunds of patronage capital? 

25. When does Grayson RECC project that it will begin a 

general rotation of patronage capital? 

26. Provide a copy of any Equity Management Plan currently 

adopted by Grayson RECC. Include a thorough explanation of the 

goals Grayson RECC is seeking to achieve (with respect to TIER, 

equity level, capital credit rotation period, f o r  example). 

Done at Frankfort, Kentucky, this %&day of S e p e .  1987. 

PUBLIC SERVICE COMMISSION 

ATTEST: 



H 


